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OATH OR AFFIRMATION

i. Glenn Cutler , swear (or affirm) that, to the best of

my knowledge and belief the accompanying financial statement and supporting schedules pertaining to the firm of

Cutler Securities, Inc. ,
of December 31 , 20 06 . are true and correct. | further swear (or affirm) that

a8

neither the company neor any pariner, proprictor, principal officer or director has any proprietary interest in any account

classified solely as that of a customer, except as follows:

e o/

i Signature

PRESIPEMT

Q Title
W ¥, MARKL.JONES

- MY COMMISSION # DO 506078
'ft e'§ EXPIRES: January 10, 2010
o Notery Diacount Assoc. Co.
‘i.aoo—a-NOTARY FL Dl

Nota :'27 7—/7_7 /o >

This report ** contains (check all applicable boxes):
(a) Facing Page.
(b} Statement of Financial Condition.
(¢) Statement of Income {(Loss).
{d) Statement of Changes in Financial Condition.
(e} Statement of Changes in Stockholders’ Equity or Partners’ or Sole Proprietors’ Capital.
(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.

X
K]
al
&
X
a
& (g) Computation of Net Capital.
&
®
D
1
&
d
(]

{h) Computation for Determination of Reserve Requirements Pursuant to Rule 15¢3-3.

(i) Information Relating 1o the Possession or Control Requirements Under Rule 15¢3-3.

(i} A Reconciliation, including appropriate explanation of the Computatien of Net Capital Under Rule 15¢3-3 and the
Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15¢3-3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to methods of
conselidation.

(1} An Qath or Affirmation.

(m) A copy of the SIPC Supplemental Report.
(n) A reportdescribing any material madequacms found 10 exist or found to have existed since the date of the previous audit.
X (0) Independent Auditors' Report on Internal Control

**For conditions of confidential treatment of certain portions of this filing, see section 240.17a-5{(e}(3).
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INDEPENDENT AUDITORS' REPORT

Board of Directors and Stockholder
Cutler Securities, Inc.
Delray Beach, Flonda

We have audited the accompanying statement of financial condition of Cutler Securities, Inc., (an 5
corporation) as of December 31, 2006 and the related statements of income, changes in stockholder’s equity,
and cash flows for the year then ended that you are filing pursuant to rule 17a-5 under the Secunties
Exchange Act of 1934, These financial statements are the responsibility of the Company's management.
Our responsibility is 1o express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whether the financial statcments are free of material misstatement.  An audit mciudes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit also includes
assessing the accounting principles used and sigmificant estimates made by management, as well as
cvaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis

for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Cutler Securities, Inc. as of December 31, 2006, and the results of its operations and 1ts cash
flows for the year then ended in conformity with accounting principles penerally accepted in the United

States of Amenca.

Our audit was conducted for the purposc of forming an opinton on the basic financial statements taken as a
whole. The information contained in Schedules 1, 1, 111 and IV 1s presented for purposes of additional
analysis and is not a required part of the basic financial statements. but is supplementary information
required by rule 17a-5 under the Securitics Exchange Act of 1934, Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our optnion, 1s fairly
stated in all material respects in relation to the basic financial statements taken as a whole.
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GOLDSTEIN, ZUGMAN,
WEINSTEIN & POOLE, LLC
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CUTLER SECURITIES. INC.
STATEMENT OF FINANCIAL CONDITION
DECEMBLER 31, 2006

ASSETS

Cash

Receivable from clearing broker
Deposit with clearing broker
Prepaid expenses

Deposits

TOTAL ASSETS

LIABILITIES AND STOCKHOLDER'S EQUITY

LIABILITIES
Accounts payable and accrued expenses
STOCKHOLDER'S EQUITY
Common stock, par value $.02 per share;
100,000 shares authonzed, 520 shares
1ssued and outstanding
Additional paid-in capital
Retained earnings

Total Stockholder’s Equity

TOTAL LIABILITIES AND STOCKHOLDER’S EQUITY

The accompanying notes are an integral
part of these financial statements.

5670413
56,446
100,000
668
1.692

8329219

10
221,723
600,757

822,490

$829.219




CUTLER SECURITIES, INC.
STATEMENT OF INCOME
FOR THE YEAR ENDED DECEMBER 31, 2006

REVENUES
Commissions
Trading profits
Other mcome
Total Revenuces
EXPENSES
Brokerage and clearing
Juotations, research and regulatory fees
General and administrative
Telephone
Professional fees
Rent
Total Expenses
Income From Operations
OTHER INCOME

Interest income

NET INCOME

The accompanying notes are an integral
part of these financial statements.

$ 5,193
373,082
4.266

382,541

45,108
119,667
141,869

7,355
7,846

2,793

324638

57,903

31,776

— e e

5 89,679




CUTLER SECURITIES, INC.
STATEMENT OF CHANGES IN STOCKHOLDER'S EQUITY
FOR THE YEAR ENDED DECEMBER 31, 2006

Additional
Common Paid-In Retained
Stock Caputal Earmings Total
Balances — January 1, 2006 Si0 $221,723 $552,735 $ 774,468
Net income £9.679 89,679
Distributions to stockholder _ {41,657} (41,657)
BALANCES - DECEMBER 31, 2000 Si0 $221,723 § 600,757 § 822,49

The accompanying notes are an integral
part of these financial statements.




CUTLER SECURITIES, INC.
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2006

CASH FLOWS FROM OPERATING ACTIVITIES
Net Income $89.679
Adjustments to reconcile net income 1o
net cash provided by operating activities:

Decrease 1in prepaid expenses 4

Decrease in receivable from clearing broker 11,991

Decrease in deposits 2,008
Decrease in accounts payable and accrued expenses {16,590)
Total Adjustments (2.587)

NET CASH PROVIDED BY OPERATING ACTIVITIES 87.092

CASH FLOWS FROM FINANCING ACTIVITIES

Distributiens to stockholder (41.637)
NET INCREASE IN CASH 45,435
CASH - January 1, 2006 624,978
CASH — December 31, 2006 $670413

The accompanying notes are an integral
part of these financial statements,




NOTE T -

NOTE 2 -

CUTLER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Cutler Secunities, Inc. (the "Company") is a general sccuritics broker/dcaler registered in
Florida. The Company is a fully disclosed introducing discount broker/dealer.

Revenue Recognition

Revenue is derived from trades introduced to the cleaning broker, who completes the
transactions with the customers and subsequently remits a commission to the Company. Also,
the Company derives revenue from proprietary trades. Income from securities transactions and
related expenses are recorded on the settlement date.

Income Taxes

The Company, with the consent of its stockholder, has clected under the Internal Revenue
Code, to be an S Corporation. In licu of corporation income taxes, the stockholders of an S
Corporation are taxed on their proportionate share of the company's taxable income. Therefore,
no provision or hability for federal income taxes has been included in these financial

statements.

Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosures of contingent assets and lLiabtlities at the date of
the financial statements and the reported amounts of revenues and expenses during the
reporting period. Actual results could differ from those estimates.

NET CAPITAL REQUIREMENT

The Company, as a registered broker/dealer n securitics, ts subject 1o the Secunues and
Exchange Commission Uniform Net Capital Rule (Rule 15¢3-1). which requires that the
Company maintain "Net Capital” equal to the greater of $100,000 or 6 2/3% of "Aggregatc
Indebtedness”. as defined. At December 31, 2000, the Company's "Net Capital” was $8006,888
and "Required Net Capital” was $100,000. The ratio of aggregate indebtedness to net capital
should not exceed 15 to 1. At December 31, 20006, the Company's ratio was .01 to 1.




NOTE 3 -

NOTE 4 -

NOTE § -

CUTLER SECURITIES, INC.
NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2006

CLEARING ARRANGEMENTS

The Company clears on a fully-disclosed basis through First Southwest Company. Pursuant to
the clearing agreement, the Company is required to maintain a certain minimum capital with the
clearing broker dealer in the form of cash. The level is agreed upon from time to time based on
the nature of the clearing activities. As of December 31, 2006, the aggregate requircd level
under the clearing agreement was $100,000.

COMMITMENTS

The Company leases office space under a lease that expires November 30, 2008, The future
minimum rent payments for the remaining term of the lease are as follows:

2007 $20,389
2008 19,547
$39.930

The Company has entered into agreements 1o lease automobiles. The future minimum lease
payments under these non-cancellable agreements are as {ollows:

2006 $12.250
2007 6.960
519,210

CONCENTRATION OF CREDIT RISK

Financial instruments that potentially subject the Company to concentrattons of credit risk
consist principally of cash investments and receivables from the clearing broker.

'The Company maintains a cash balance in a financial institution located in Miami, Florida. The
balance is insured by the Federal Deposit Insurance Corporation up to $100,000. At December
31. 2006, the Company had no uninsured cash baiances in financial institutions.

The Company marmitains a $100,000 deposit and a cash balance of $662,094 in a {inm deposit
account with its clearing broker.  These amounts are not insured by the Federal Deposit

Insurance Corporation.
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CUTLER SECURITIES, INC.
SCHEDULE]
COMPUTATION OF NET CAPITAL UNDER RULE 15¢3-1 OF THE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

NET CAPITAL
Total stockholder’s equity qualified for net capital $822,490
Allowable liabilities subordinated to claims of general creditors 0
Total Equity Capital and Allowable Subordinated Liabilities 822,490

DEDUCTIONS AND/OR CHARGES
Non-allowable assets:

Prepaid expenses 608

Depaosits 1.692

Total Non-Allowable Assets From Financial Statements 2360

NET CAPITAL BEFORE HAIRCUTS ON SECURITIES POSITION 820,130

HAIRCUTS ON SECURITIES 13,242

NET CAPITAL 806,888
COMPUTATION OF BASIC NET CAPITAL REQUIREMENTS:

Mimmurm dollar net capital requirement of reporting broker or dealer 100.000
EXCESS NET CAPITAL $706,888
AGGREGATE INDEBTEDNESS:

Accounts payable and accrued expenses $ 6,729
RATIO OF AGGREGATE INDEBTEDNESS TO NET CAPITAL LOltol




CUTLER SECURITIES, INC.
SCHEDULE 11
STATEMENT PURSUANT TO RULE 17a-5(d)2) OF TIE
SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

The Company had no liability subordinated to claims of gencral creditors as of January 1, 2006. In addition,
there were none in existence during the year ended December 31, 2006 and, accordingly, there are no
changes to report.




CUTLER SECURITIES, INC.
SCHEDULE III
STATEMENT PURSUANT TO INFORMATION RELATING TO THE
POSSESSION AND CONTROL REQUIREMENTS UNDER RULE 15¢3-3
OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 31, 2006

Cutler Securities, Inc. is exempt from Rule 15¢3-3 under (k)(2)(11) because all customer transactions are
cleared through another broker/dealer on a fully disclosed basis, During the year, the Company did not hold
customers' funds or securities. Cutler Securities, Inc. was in compliance with the conditions of exemption.

-10 -




CUTLER SECURITIES, INC.
SCHEDULE IV
COMPUTATION FOR DETERMINATION OF RESERVE REQUIREMENTS
UNDER RULE 15¢3-3 OF THE SECURITIES AND EXCHANGE COMMISSION
DECEMBER 21, 20006

As of December 31, 2006, Cutler Securities, Inc. had no credit items that would result in a reserve
requirernent.

S11 -
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INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL
REQUIRED BY SEC RULE 17a-5 FOR A BROKER - DEALER
CLAIMING AN EXEMPTION FROM SEC RULE 15¢3-3

Board of Directors and Stockholder
Cutler Securnities, Inc.
Delray Beach, Flornida

In planning and performing our audit of the financial statements and supplemental schedules of Cutler
Securities, Inc. (an S corporation) for the year ended December 31, 2006, we considered its intemal control,
including control activities for safeguarding securitics, in order to determine our auditing procedures for the
purpose of expressing our opinion on the financial statements and not to provide assurance on inicrnal

control.

Also, as required by Rule 17a-5(g)(1) of the Securities and Exchange Commission (the “Commussion”), we
have made a study of the practices and procedures (including tests of complhance with such practices and
procedures) followed by the Company that we considered relevant to the objectives stated in Rule 17a-5(g) in
making the periodic computations of aggregate indebtedness and net capital under Rule 172-3(a)(11) and the
procedures for determining compliance with the exemptive provisions of Rule 15¢3-3.  We did not review
the practices and procedures followed by the Company in making the quarterly securities examinations.
counts, verifications and comparisons, and the recordation of differences required by Rule 17a-13 or in
complving with the requirements for prompt payment for securities under Section 8 of Federal Reserve
Regulation T of the Board of Govemors of the Federal Reserve System, because the Company does not carry
security accounts for customers or perform custodial functions relating to customer sccurities.

The management of the Company is responsible for establishing and maintaining internal contro! and the
practices and procedures referred to in the preceding paragraph. In fulfilling this responsibility, estimates and
judgments by management are required to assess the expected benefits and related costs of internal control
policies and procedures and of the practices and procedures referred to in the preceding paragraph and to
assess whether those practices and procedures can be expected to achieve the Commission’s above-
mentioned objectives.  Two of the objectives of internal control and the practices and procedures are to
provide management with reasonable, but not absolute, assurance that assets for which the Company has
responsibility are safeguarded against loss from unauthorized use or disposition, and that transactions are
executed in accordance with management's authorization and recorded properly to permit preparation of
financial statements in conformity with accounting principles generally accepted in the United States of
America. Rule 17a-5(g) lists additional objectives of the practices and procedures histed in the preceding

paragraph.
-12 -
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Cutler Securities, Inc.
February 7, 2007
Page Two

Because of inherent limitations in intemnal control or the practices and procedures referred to above, errors or
fraud may occur and not be detected.  Also, projection of any evaluation of them to future periods 1s subject
to the risk that they may become inadequate because of changes in conditions or that the effectiveness of

their design and operation may deteriorate.

Our consideration of the mntemal control would not necessanly disclose all matters in intemal control that
might be material weaknesses under standards established by the Amencan Institute of Certified Public
Accountants. A material weakness is a condition in which the design or operation of the specific internal
control component does not reduce to a relatively low level the risk that errors or fraud in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a timely
period by employees in the normal course of performing their assigned functions. However, we noted no
malters involving internal control, including procedures for safeguarding securities, that we consider to be

material weaknesses as defined above.

We understand that practices and procedures that accomplish the objectives referred to in the second
paragraph of this report are considered by the Commission to be adeguate for its purposes in accordance with
the Securities Exchange Act of 1934 and related regulations, and that practices and procedures that do not
accomplish such objectives in all material respects indicate a matenial inadequacy for such purposes. Based
on this understanding and on our study, we belicve that the Company's practices and procedures were
adequate at December 31, 2006 o meet the Commission's objectives.

This report s intended solely for the use of the Board of Directors, management, the Securities and Exchange
Commission and the National Association of Securities Dealers and other regulatory agencies which rely on
Rule 17a-5(g) under the Securities Exchange Act of 1934 1n their regulation of registered brokers and dealers
and is not intended to be and shall not be used by anyone other than those specified parties.

GOLDSTEIN, ZUGMAN,
WEINSTEIN & POOLE, LLC
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